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The National Exchange Carrier Association, Inc. NECA)' submits its Reply to
comments filed in response to the Commission’s April 15, 1998 Public Notice.> Nearly all
interested persons filing comments in this proceeding raise concerns that the federal universal
service support levels available under the 25/75 approach contemplated in the Commission’s
Universal Service Order,> would be lower, perhaps significantly, than amounts available under
current programs. NECA’s comments showed that these reductions could cause substantial

increases in NECA access rates.*

' Under the Commission’s rules, NECA is the responsible entity for the preparation

of access charge tariffs on behalf of telephone companies that do not file separate tariffs; and for
the collection and distribution of access charge revenues. The Commission’s actions in this
docket will directly impact the preparation of the access charge tariffs, and the members of the
NECA pools. See 47 C.F.R. §§ 69.603 and 64.604.

2 Common Carrier Bureau Seeks Comment on Proposals to Revise the
Methodology for Determining Universal Service Support, CC Docket Nos. 96-45 and 97-160,

Public Notice, DA 98-715 (April 15, 1998)(Public Notice).

3 Federal-State Joint Board on Universal Service, Report and Order, 12 FCC Red
8776 (1997) (Universal Service Order).

4 NECA Comments (May 15, 1998).
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A number of commenters in this proceeding support the request of Puerto Rico
Telephone Company (PRTC),’ a NECA pool member, not to be subjected to a forward-looking
cost methodology as of January 1, 1999.5 NECA requests that the Commission carefully
consider PRTC’s situation, as well as that of other non-rural NECA pool members, and the
impact the change in support methodology could have on the NECA pools and access rates.

NECA pool rates are calculated by subtracting explicit universal service support from
revenue requirements. For example, the carrier common line (CCL) revenue requirement is
calculated by subtracting end user revenue, special access surcharges, and long term support
(LTS) from the common line (CL) pool revenue requirement. Similarly, the local switching
revenue requirement is calculated as the difference between the local switching revenue
requirement and local switching support (LSS) provided through the universal service programs.

When non-rural NECA pool members switch to a forward-looking cost methodology,
universal service support revenues may decrease. To the extent that PRTC’s LTS is reduced, this
will result in a higher CCL revenue requirement. For example, in 1997, PRTC received
approximately $107 million dollars in LTS.” This revenue was used as an offset in calculation of

the NECA CCL rate. Under the new forward-looking cost methodology, PRTC estimates it will

5 PRTC Proposal (Apr. 27, 1998) (Proposal).
d See, for example, Comments of Association of Competitive Telecommunications
Providers, and USTA at 5 (May 15, 1998)

7 Proposal at 6.
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receive between $37,055,340, using BCPM, and $685,020, using Hatfield.® The decrease in
PRTC’s LTS will result in a higher CCL revenue requirement, and, therefore, higher access rates.
As NECA explained in its comments, the movement of PRTC and next largest non-rural pool
member to a new universal service support mechanism on January 1, 1999 could cause NECA’s
current terminating CCL rate to rise approximately 62 percent.’

NECA reiterates that until a forward-looking cost model and a benchmark have been
identified, there is no way to evaluate the specific effects such mechanisms would have on access
rates. As the Commission moves forward with its evaluation of new universal service
mechanisms, it should keep in clear view the pronounced impact its actions could have on NECA
pool access rates. Extensive study of the effects of proposed changes in the universal service
program on interstate access rates and end user rates is a prerequisite to reasoned deciston-

making in this area.

Respectfully submitted,
NATIONAL EXCHANGE CARRIER
ASSOCIATION, INC.
4 ]
Regina McNeil Richard A. Askoff
Regulatory Attorney 100 South Jefferson Road
Whippany, New Jersey 07981
May 29, 1998 Its Attorney

8 ld
K See NECA Comments at 3 (May 15, 1998). It is estimated that the terminating
CCL rate would increase to $0.0174 from the current rate of $0.0107.
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